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CONTROLLER'S  OFFICE 
CITY  SERVICES  AUDITOR 

The  City  Services  Auditor  was  created  within  the  Controller's  Office  through  an  amendment  to  the 
City  Charter  that  was  approved  by  voters  in  November  2003.  Under  Appendix  F  to  the  City  Charter, 
the  City  Services  Auditor  has  broad  authority  for: 

•  Reporting  on  the  level  and  effectiveness  of  San  Francisco's  public  services  and 
benchmarking  the  city  to  other  public  agencies  and  jurisdictions. 

•  Conducting  financial  and  performance  audits  of  city  departments,  contractors,  and  functions 
to  assess  efficiency  and  effectiveness  of  processes  and  services. 

•  Operating  a  whistleblower  hotline  and  website  and  investigating  reports  of  waste,  fraud,  and 
abuse  of  city  resources. 

•  Ensuring  the  financial  integrity  and  improving  the  overall  performance  and  efficiency  of  city 
government. 

The  audits  unit  conducts  financial  audits,  attestation  engagements,  and  performance  audits.  Financial 
audits  address  the  financial  integrity  of  both  city  departments  and  contractors  and  provide  reasonable 
assurance  about  whether  financial  statements  are  presented  fairly  in  all  material  aspects  in 
conformity  with  generally  accepted  accounting  principles.  Attestation  engagements  examine,  review, 
or  perform  procedures  on  a  broad  range  of  subjects  such  as  internal  controls;  compliance  with 
requirements  of  specified  laws,  regulations,  rules,  contracts,  or  grants;  and  the  reliability  of 
performance  measures.  Performance  audits  focus  primarily  on  assessment  of  city  services  and 
processes,  providing  recommendations  to  improve  department  operations. 

We  conduct  our  audits  in  accordance  with  the  Government  Auditing  Standards  published  by  the  U.S. 
Government  Accountability  Office  (GAO).  These  standards  require: 

•  Independence  of  audit  staff  and  the  audit  organization. 

•  Objectivity  of  the  auditors  performing  the  work. 

•  Competent  staff,  including  continuing  professional  education. 

•  Quality  control  procedures  to  provide  reasonable  assurance  of  compliance  with  the  auditing 
standards. 


Audit  Team:     Elisa  Sullivan,  Audit  Manager 

Steve  Flaherty,  Associate  Auditor 
Winnie  Woo,  Associate  Auditor 
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Purpose  of  the  Audit 

As  part  of  CSA's  Annual  Audit  Plan,  we  conducted  this  audit  to  determine  whether  the  Office  of  the  Assessor- 
Recorder  efficiently  and  effectively  performs  its  change  in  ownership  and  new  construction  assessments. 


Highlights 

Although  the  Office  of  the  Assessor-Recorder  (department)  has  made 
significant  progress  in  improving  its  operations,  it  still  needs  to  address 
some  issues  affecting  the  efficiency  and  effectiveness  of  performing  key 
tasks.  The  audit  found  that  the  department: 

•  Needs  to  assess  and  enroll  all  in-progress  new  construction  as  of 
each  lien  date  per  state  law 

•  Could  more  efficiently  use  staff  time  if  it  received  the  Department  of 
Building  Inspection's  (DBI)  building  plans  electronically 

•  Delays  appraisers'  main  duties  of  appraising  property  because 
appraisers  perform  too  many  clerical  tasks 

•  Needs  to  work  with  the  Department  of  Human  Resources  (DHR)  to 
complete  its  classification  study  and  cross-train  its  Recorder  and 
Transactions  Unit  staff  to  accommodate  increases  in  workload 
demand 

•  Should  enroll  its  direct  sales  transactions  using  a  system 
enhancement  it  completed  about  three  years  ago 

•  Should  ensure  the  data  integrity  of  the  information  in  the  Clerk 
Recorder  Image  Information  System 

•  Is  seriously  understaffed  in  the  Information  Systems  unit 

•  Could  improve  performance  measures  that  reflect  the  work  the 
department  performs  or  the  progress  it  has  made 

•  Needs  to  complete  a  comprehensive  policies  and  procedures 
manual  for  its  staff 


Recommendations 

The  audit  report  includes  19 
recommendations  for  the 
department  to  improve  its 
operations. 

The  department  should: 

•  Enroll  in-progress  new 
construction  values  at  the  lien 
date 

•  Hold  DBI  to  its  goal  of 
providing  electronic  access  to 
building  plans  by  June  2009 

•  Analyze  the  workload  of  its 
appraisers  and  reassign 
clerical  tasks 

•  Work  with  DHR  to  complete  its 
classification  study  and  use  it 
to  implement  cross-training  for 
staff  in  two  divisions 

•  Test  and  implement  the  system 
enhancement  to  process  direct 
sales 

•  Hire  an  Information  Systems 
manager  and  staff 

•  Improve  its  performance 
measures 

•  Complete  its  documentation  of 
a  comprehensive  policies  and 
procedures  manual 


Copies  of  the  full  report  may  be  obtained  at: 

Controller's  Office  •  City  Hall.  Room  316*  1  Dr.  Carlton  B.  Goodlett  Place  •  San  Francisco.  CA  94102*  415.554.7500 

or  on  the  Internet  at  http://www.  sfgov.  org/controller 
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OFFICE  OF  THE  CONTROLLER  Ben  Rosenfield 

Controller 


Momque  Zmuda 
Deputy  Controller 


August  26,  2009 

Phil  Ting,  Assessor-Recorder 
Office  of  the  Assessor-Recorder 
City  Hall,  Room  190 
San  Francisco,  CA  94102 

Dear  Assessor  Ting: 

The  Controller's  Office,  City  Services  Auditor,  presents  its  audit  report  of  the  Office  of  the  Assessor- 
Recorder  (department)  of  the  City  and  County  of  San  Francisco  (City).  The  audit  objectives  were  to 
determine  whether  the  department  efficiently  and  effectively  performs  its  assessments;  specifically, 
whether  it  captures  all  assessable  changes  in  ownership  and  new  construction  activity,  values  the 
activity  in  a  timely  manner,  and  tracks  and  monitors  its  transactions  to  ensure  that  it  efficiently  uses 
resources. 

We  conclude  that  the  department  has  made  strices  in  improving  its  processes  of  capturing  and 
valuing  change  of  ownership  and  new  construction  activity,  but  it  still  has  room  for  improvement. 
Although  it  captures  all  assessable  changes  in  ownership  and  new  construction  activity  from  the 
external  and  internal  systems  that  initially  record  these  transactions,  it  does  not  always  process 
these  transactions  efficiently  and  effectively.  Additional  efforts  are  needed  to  streamline  the 
processing  and  valuation  of  new  construction  transactions,  as  well  as  change  in  ownership 
transactions.  The  department  could  also  improve  some  of  its  administrative  practices.  The  audit 
includes  19  recommendations  for  the  department  to  improve  its  practices  in  these  areas. 

The  department's  response  to  the  audit  is  attached  as  Appendix  B.  The  Controller's  Office,  City 
Services  Auditor,  will  follow  up  with  the  department  on  the  status  of  the  recommendations  made  in 
this  report. 

We  appreciate  the  assistance  and  cooperation  that  department  staff,  and  staff  in  other  City 
departments,  provided  to  us  during  the  audit. 

Respectfully  submitted, 


Ben  Rosenfield 
Controller 


Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 


415-554-7500  City  Hall  •  1  Dr  Carlton  B  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694  FAX  415-554-7466 
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Audit  Authority 


Background 


This  audit  was  conducted  under  the  authority  of  the  Charter 
of  the  City  and  County  of  San  Francisco  (City),  which 
requires  that  the  City  Services  Auditor  conduct  periodic, 
comprehensive  financial  and  performance  audits  of  City 
departments,  services,  and  activities. 

The  Office  of  the  Assessor-Recorder  (department)  has  two 
primary  functions  within  the  City: 


The  Office  of  the  Assessor- 
Recorder  is  responsible  for 
appraisals,  assessments,  and 
reassessments  on  all  taxable 
property  within  the  City 


Value  property  in  a  fair  and  equitable  manner  according 
to  state  law. 1 

Maintain  custody  of  certain  records,  such  as  real 
property  records,  marriage  licenses,  and  other  public 
documents.  The  recorder  maintains  an  index  and  issues 
copies  of  all  recorded  documents  to  members  of  the 
public  that  request  them. 


The  head  of  the  department  is  the  Assessor-Recorder,  an 
elected  position  that  has  experienced  high  turnover  in  the 
past.  Since  2002,  there  have  been  three  elected  or  acting 
Assessor-Recorders.  The  current  Assessor-Recorder,  Phil 
Ting,  was  appointed  on  July  21,  2005,  and  then  elected  on 
November  8,  2005  for  a  four-year  term.  Most  of  the  findings 
discussed  in  this  report  existed  before  Assessor-Recorder 
Ting  took  office. 

Property  taxes  are  the  single  largest  revenue  source  for  the 
City.  In  fiscal  year  (FY)  2007-08,  the  budgeted  amount  for 
property  taxes  was  $1,186  billion  and  accounted  for  20 
percent  of  the  City's  budgeted  revenue  and  32  percent  of 
the  City's  general  fund  resources.  The  annual  assessment 
roll2  generates  property  tax  revenue  that  is  used  to  fund 
education,  criminal  justice,  health,  welfare,  and  many  other 
services.  Over  the  past  seven  years  the  assessment  roll 
has  increased  by  nearly  $47  billion  and  has  generated 
approximately  $517  million  in  property  tax  dollars.  The  FY 
2007-08  assessment  roll  increased  by  over  $1 1  billion,  a 
9  percent  increase  over  the  previous  year. 


1  The  county  assessor  is  governed  by  the  California  Constitution,  the  laws  passed  by  the  legislature,  and  rules 
adopted  by  the  State  Board  of  Equalization.  The  role  of  the  assessor  is  to  value  property  in  a  fair  and  equitable 
manner  according  to  state  law.  The  assessor  must  locate  all  taxable  property  in  the  county,  identify  ownership, 
establish  a  taxable  value  for  all  property  subject  to  property  tax,  and  list  this  value  on  the  assessment  roll. 

2  The  assessment  roll  is  the  official  list  of  all  property  within  the  county  assessed  by  the  Assessor. 


1 


Office  of  the  Controller,  City  Services  Auditor 

The  Department  Continues  to  Improve  Its  Operations 


According  to  its  2008  Annual  Report,  the  mission  of  the 
department  is  to  value  property  in  a  fair  and  equitable 
manner  according  to  California  Revenue  and  Taxation 
laws,  record  documents  with  integrity,  and  provide  the 
public  with  superior  and  courteous  service.  For  FY  2007-08, 
the  department's  operating  budget  was  $15.25  million,  with 
125.47  budgeted  full-time  equivalent  (FTE)  staff  positions. 
Actual  FTE  positions  for  FY  2007-08  were  less  than 
budgeted  at  1 19.5  FTE.  By  comparison,  the  current 
operating  budget  (FY  2008-09)  is  $14.98  million  with 
124.41  budgeted  staff  positions.  The  department  consists 
of  four  divisions:  Real  Property;  Public  Service, 
Transactions  and  Exemptions;  Business  Personal  Property 
and  Transfer  Tax/Recording;  and  Finance/Administration.  A 
department  organization  chart  is  included  as  Appendix  A  to 
this  report. 

The  City  also  receives  revenue  when  commercial  or 

residential  real  property  changes  ownership.  In 

FY  2007-08,  the  real  property  transfer  tax3  generated  $86.2 

million  for  the  City's  general  fund,  according  to  the 

Assessor's  2008  Annual  Report.  Revenue  from  the  property 

transfer  tax  fluctuates  as  the  overall  real  estate  market 

changes. 


Property  is  reappraised  when 
a  change  in  ownership  occurs 
or  new  construction  takes 
place 


Under  Proposition  13,4  real  property  is  reappraised  only 
when  a  change  in  ownership  occurs  or  completion  of  new 
construction  takes  place.  Generally,  a  change  in  ownership 
is  a  sale  or  transfer  of  property  and  new  construction  is  any 
improvement  to  property  which  is  not  considered  normal 
maintenance. 


The  department  has  four  years  from  completion  of  new 
construction  or  change  in  ownership  in  which  to  appraise 
and  reassess  property  for  tax  purposes.  If  the  property  is 
not  appraised  and  reassessed  within  four  years,  the  Office 
of  the  Treasurer  and  Tax  Collector  may  not  bill  and  collect 
taxes  on  those  reassessments.  The  department  has 
concentrated  its  efforts  on  new  construction  and  change  in 


Transfer  tax  is  a  tax  imposed  when  real  estate  is  sold  or  transferred  from  one  entity  to  another. 

Proposition  13.  passed  by  California  voters  in  1978,  limits  counties'  power  to  raise  property  assessments  and 
property  tax  rates  on  real  property  to  a  maximum  of  1  percent  plus  the  rate  necessary  to  fund  local  voter 
approved  bond  indebtedness.  It  also  restricts  counties  from  annually  raising  assessed  values  of  real  and 
personal  property  to  the  lesser  of  two  percent  or  the  inflation  rate. 
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ownership  activities  approaching  the  four  year  limit,  so  as 
not  to  lose  the  revenue  associated  with  these 
reassessments. 

Property  owners  who  believe  the  assessed  values  of  their 
properties  are  too  high  may  ask  the  Assessment  Appeals 
Board  to  reconsider  their  assessed  values.  Another  voter 
initiative.  Proposition  8,  requires  county  assessors  to  enroll 
either  a  property's  Proposition  13  value  or  its  current 
market  value,  whichever  is  less.  County  assessors  review 
these  "Prop  8  values"  each  year  to  determine  if  they  still 
apply,  or  if  the  value  should  be  increased. 

After  the  department  has  determined  the  property  value, 
the  Office  of  the  Controller  (Controller)  applies  the 
appropriate  tax  rates,  which  include  the  general  tax  levy, 
locally  voted  special  taxes,  and  any  city  or  district  direct 
assessment.  The  general  tax  levy  is  determined  in 
accordance  with  State  law  and  is  limited  to  $1  per  $100  of 
assessed  value  of  real  property.  After  applying  the  tax 
rates,  the  Controller  calculates  the  total  tax  amount.  The 
Office  of  the  Treasurer  and  Tax  Collector  prepares  property 
tax  bills  based  on  the  Controller's  calculations,  distributes 
the  bills,  and  then  collects  the  taxes. 


The  California  State  Board  of 
Equalization  oversees  county 
assessors 


Under  its  constitutional  mandate,  the  California  State  Board 
of  Equalization  (BOE)  oversees  the  assessment  practices 
of  the  state's  58  county  assessors,  who  are  charged  with 
establishing  values  for  approximately  12  million  properties 
each  year.  The  BOE  periodically  conducts  a  survey  of  each 
county's  property  tax  assessment  functions.  The  review 
provides  an  overview  of  how  well  the  assessor  is 
performing  its  duties,  and  includes  recommendations  for 
how  to  improve  performance. 


The  BOE's  most  recent  Assessment  Practices  Survey  of 
the  department,  issued  in  February  2008  and  covering  the 
years  2005  and  2006,  found  that  the  department's 
assessment  roll  meets  the  requirements  for  assessment 
quality  established  by  California  code  and  that  the 
department  is  eligible  to  receive  reimbursement  of  costs 
associated  with  administering  supplemental  assessments.5 
The  BOE  report  also  lists  1 1  recommendations  to  improve 
operations.  This  is  a  significant  improvement  over  a 
previous  report  issued  in  2002  with  56  recommendations, 


A  supplemental  assessment  is  separate  and  in  addition  to  the  annual  regular  assessment  roll.  It  is  based  on  the 
net  difference  between  the  previous  assessed  values  and  the  new  value  for  the  remainder  of  the  assessment 
year. 
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and  a  special  survey  report  in  2005  with  four  additional 
recommendations. 

Most  of  the  prior  recommendations  from  the  BOE's  2002 
and  2005  reports  were  either  implemented  or  are  no  longer 
applicable,  according  to  the  BOE's  2008  report.  The 
remaining  recommendations,  repeated  in  the  recent  report, 
discuss  backlogs  in  the  three  major  assessment  areas  that 
directly  and  seriously  impact  revenue  and  workload: 
change  in  ownership,  new  construction,  and  taxable 
possessory  interests.  The  work  performed  for  this  audit 
included  following  up  on  the  status  of  any  prior 
recommendations  within  the  audit  scope. 


The  department  has  been 
investigated  and  reviewed  by 
other  entities 


In  addition  to  the  BOE  survey,  the  department  underwent 
an  investigation  by  the  City's  Civil  Grand  Jury,  which 
released  a  report  in  June  2006  with  41  recommendations 
for  improving  the  department's  efficiency  in  making 
appropriate  and  timely  appraisals  of  real  property  and 
issuing  property  tax  assessments  to  avert  further  loss  of 
City  revenue.  The  report  identified  widespread  issues  in 
almost  all  functions  in  the  department,  including  appraisal 
backlogs,  office  procedures,  information  technology, 
staffing,  and  appeals.  The  BOE  survey  identified  some  of 
the  same  issues  addressed  in  the  Civil  Grand  Jury's  report. 

The  department  also  recently  formed  a  project  team  to 
inventory  and  analyze  its  technology  systems  and  business 
needs.  The  project  team  consists  of  external  consultants 
and  employees  of  the  City's  Department  of  Technology 
(DT).  Commencing  in  January  2008,  the  project  included  an 
assessment  of  the  department's  operating  procedures  and 
technology  usage,  creation  of  standards  and  requirements 
for  technology  to  support  the  department's  ongoing  work, 
implementation  of  short  term  process  and  technology 
enhancements,  and  recommendation  of  longer  term 
improvements  to  the  department's  organizational  processes 
and  technology  systems.  The  project  was  later  expanded  to 
include  an  assessment  of  the  department's  property 
management  system  (EZ  Access)  and  a  department 
security  assessment.  According  to  the  department's  chief 
administrative  officer,  a  final  report  has  not  yet  been  issued. 

Finally,  about  eight  years  ago,  the  department  hired  KPMG 
Consulting,  LLC  (KPMG)  to  conduct  a  business  process 
reengineering  project  of  the  department  for  which  a  report 
was  issued  in  2001.  KPMG's  report  listed  31  findings  and 
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made  47  recommendations  on  the  efficiency  and 
effectiveness  of  the  department's  operations  and 
management  during  that  review  period.  The  department's 
project  team,  which  is  conducting  an  inventory  and  analysis 
of  the  department's  technology  systems  and  business 
needs,  will  perform  a  follow  up  on  the  status  of  KPMG's 
recommendations  as  part  of  its  tasks. 

This  audit  report  draws  on  the  findings  and 
recommendations  of  the  BOE  and  Civil  Grand  Jury  where 
relevant. 

Objectives  The  objectives  of  this  audit  were  to  determine  whether  the 

department  efficiently  and  effectively: 

•  Captures  and  timely  appraises  all  assessable  changes 
in  ownership 

•  Captures  and  timely  appraises  all  assessable  new 
construction 

•  Tracks  and  monitors  its  transactions  to  ensure  that  it 
efficiently  uses  resources 

Scope  and  Methodology  The  scope  of  this  audit  included  all  new  construction  and 

change  in  ownership  transactions  in  the  department's 
workload  during  FY  2007-08.  To  perform  the  audit,  the 
audit  team  interviewed  staff  and  managers  at  the 
department,  the  Department  of  Building  Inspection  and 
Controller;  analyzed  California  legal  codes;  reviewed 
documents;  tested  the  department's  databases;  consulted 
with  the  BOE;  and  reviewed  previous  reports  issued  by 
various  agencies  and  consultants. 

This  performance  audit  was  conducted  in  accordance  with 
generally  accepted  government  auditing  standards.  Those 
standards  require  planning  and  performing  the  audit  to 
obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  findings  and  conclusions  based  on  the 
audit  objectives.  The  audit  team  believes  that  the  evidence 
obtained  provides  a  reasonable  basis  for  the  findings  and 
conclusions  based  on  the  audit  objectives. 
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CHAPTER  1  -  THE  DEPARTMENT  NEEDS  TO 
STREAMLINE  THE  PROCESSING  AND  VALUING  OF 
NEW  CONSTRUCTION 


Summary 


The  Office  of  the  Assessor-Recorder  should  perform  the 
following  to  ensure  that  it  efficiently  processes  and  values 
all  assessable  new  construction  as  required  by  law: 


Annually  appraise  and  enroll  new  construction-in- 
progress  per  state  law:  If  new  construction  is  not 
valued  while  in-progress,  and  the  construction  is  not 
completed  for  a  number  of  years,  the  City  forgoes 
potential  interest  earnings  resulting  from  the  increased 
valuation  of  completed  construction  each  year. 

Efficiently  obtain  building  plans  from  Department  of 
Building  Inspection  (DBI):  The  building  plans  are  often 
beneficial  in  determining  the  new  construction  value. 
However,  the  current  practice  of  copying  building  plans 
is  inefficient  and  removes  two  appraisers  from  their 
primary  job  duties  for  a  total  of  64  hours  per  month. 

Document  all  assessability  decisions  in  EZ  Access: 

All  users  of  EZ  Access  should  have  electronic  notes  and 
documentation  available  to  them  in  order  to  make 
relevant  decisions  in  performing  their  daily  work. 


New  Construction 
Processing 


•     Relieve  appraisers  from  performing  too  many 

clerical  tasks:  Appraisers  do  not  have  clerical  support 
to  assist  them  in  conducting  appraisal  functions.  The 
deputy  director  of  real  property  estimates  that  30-40 
percent  of  appraisers'  time  is  spent  on  clerical  tasks. 

State  law  defines  new  construction  as:  1)  any  addition  to 
real  property  since  the  last  lien  date,  or  2)  any  alteration  of 
land  or  improvements  since  the  last  lien  date  that 
constitutes  a  major  rehabilitation  of  the  property  or  converts 
the  property  to  a  different  use.6  State  law  requires  the 
department  to  determine  the  new  base  year  value  for  the 
portion  of  any  taxable  real  property  which  has  been  newly 
constructed.  State  law  also  requires  the  department  to 
determine  the  full  value  of  newly  constructed  real  property 


The  lien  date  for  California  property  is  12:01  a.m.  on  the  January  1  preceding  the  fiscal  year  for  which  the  taxes 
are  collected. 
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on  each  lien  date  while  construction  is  in-progress  and  on 
its  date  of  completion.  At  the  date  of  completion,  the  entire 
portion  of  property  that  is  newly  constructed  should  be 
reappraised  at  its  full  value. 

The  majority  of  new  construction  activity  is  primarily 
identified  from  information  provided  by  DBI  on  the  building 
permits  it  issues  weekly.  The  department  also  identifies  new 
construction  through  the  Real  Estate  Watchdog  Program,  in 
which  citizens  provide  information  on  unreported  new 
construction  in  exchange  for  a  reward. 

Once  new  construction  activity  has  been  identified,  the 
department  mails  self-reporting  questionnaires  to  property 
owners  who  have  filed  permits  for  assessable  new 
construction  to  obtain  information  on  the  progress  and  cost 
of  the  project.  The  department  uses  owner-reported 
information  in  combination  with  building  plans,  site  visits, 
and  property  owner  interviews  to  make  new  construction 
permit  assessability  and  valuation  determinations. 

In  its  June  2006  report,  the  Civil  Grand  Jury  indicated  that 
the  department  had  a  four-year  new  construction  backlog.7 
The  deputy  director  of  Real  Property  reports  that  the  new 
construction  backlog  has  since  been  reduced  to 
approximately  two  years  because  of  efficient  leadership, 
staffing,  and  a  stable  real  estate  market  with  fewer  time- 
consuming  assessment  appeals.  Exhibit  1  shews  the 
department's  new  construction  workload  completed  by 
number  of  transactions  and  dollar  amount,  in  millions, 
added  to  the  assessment  roll  over  the  last  five  years. 


The  department  defines  its  backlog  as  transactions  that  occurred  during  one  fiscal  year,  but  are  assessed  in  a 
subsequent  fiscal  year. 
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EXHIBIT  1 


New  Construction  Workload  Assessments 
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Source:  EZ  Access 


Finding  1.1 


The  department  is  not  in  compliance  with  state  law 
requiring  lien  date  assessments  on  in-progress  new 
construction 


Construction-in-progress  is 
required  to  be  assessed  on 
each  lien  date  until  completed 


The  department  does  not  annually  appraise  and  enroll  all 
new  construction-in-progress  as  required  by  California 
Revenue  and  Taxation  Code  Sections  71  and  50.  According 
to  the  California  Board  of  Equalization  (BOE),  the 
department  is  required  to  appraise  and  enroll  construction- 
in-progress  at  its  fair  market  value  on  each  lien  date.  On 
subsequent  lien  dates,  if  the  new  construction  is  still 
incomplete,  the  department  must  again  enroll  the 
construction-in-progress  at  its  fair  market  value.  By  not 
doing  so,  the  real  property  is  not  taxed  for  any  potential 
increase  in  value  due  to  the  construction  during  the  year, 
and  the  City  does  not  immediately  receive  related  property 
tax  revenues.  Further,  the  City  loses  interest  earnings  for 
the  revenues  not  collected  during  that  year. 


A  department  real  property  appraiser  stated  that  higher 
priority,  higher  dollar  tasks,  such  as  defending  against 
appeals  filed  by  property  owners  disputing  the  appraised 
value  of  their  property,  have  delayed  the  valuation  of 
construction-in-progress.  The  department  relies  on  annual 
information  requests  mailed  to  property  owners  to  enroll  in- 
progress  values  on  the  lien  date.  Appraisers  also  rely  on 
copies  of  building  plans,  contractor  interviews,  and  on-site 
inspections  to  determine  in-progress  valuation  amounts. 
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The  deputy  director  of  Real  Property  disagrees  that  the 
department  is  not  in  compliance  with  state  law.  He  interprets 
the  law  to  mean  that  the  department  is  required  to  appraise 
all  construction-in-progress  at  the  lien  date,  but  is  not 
required  to  enroll  it  at  each  lien  date.  He  also  stated  that  the 
two  code  sections  cited  above  contradict  each  other.  He 
indicated  that  revenue  generated  by  in-progress  appraisals 
does  not  justify  the  expenditure  of  resources  used  to 
determine  the  in-progress  value.  He  stated  it  is  the 
department's  practice  to  issue  an  escape8  tax  bill  to 
property  owners  at  the  final  appraisal  if  their  property  was 
not  valued  in-progress.  Because  the  California  Revenue 
and  Taxation  Code  allows  four  years  from  completion  of 
new  construction  in  which  to  appraise  and  reassess 
property,  the  deputy  director  of  Real  Property  believes  that 
in  some  circumstances  it  is  adequate  to  enroll  the  new 
construction  valuation  after  construction  is  complete  and  to 
retroactively  enroll  in-progress  values  at  each  lien  date. 

Nevertheless,  state  law  requires  the  assessor  to  appraise  all 
construction  in-progress  at  each  lien  date.  In  addition,  if  the 
construction  is  not  completed  for  a  number  of  years,  the  City 
forgoes  potential  interest  earnings  resulting  from  the 
increased  valuation  of  completed  construction  each  year. 
Furthermore,  multiple  corrected  tax  bills  eventually  received 
by  taxpayers  may  be  a  hardship  to  them. 

We  cannot  estimate  the  revenue  lost  by  the  City  when  the 
department  does  not  perform  in-progress  appraisals  for  two 
reasons: 

•     The  department  cannot  identify  the  number  of 
assessable  new  construction  transactions  in  its 
workload,  because  not  all  new  construction  may  be 
assessable.  For  example,  the  department  may  initially 
deem  new  construction  assessable  and  add  the 
property  to  the  appraiser's  workload  based  on  the 
limited  description  of  the  new  construction  provided  by 
DBI  through  the  building  permit  process.  However,  the 
new  construction  may  subsequently  prove  to  be  non- 
assessable, and  thus  removed  from  the  workload,  once 
the  department  gathers  additional  information  from  the 
property  owner.  Whether  construction  is  assessable  or 
not  requires  further  review  by  the  Transactions  Unit  and 
Real  Property  Division.  Transactions  Unit  staff  and  Real 


8  An  escape  assessment  is  an  assessment  of  property  that  was  not  assessed  or  was  under-assessed,  for  any 
reason,  on  the  original  roll. 
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Property  appraisers  collect  additional  information  to 
determine  if  permits  for  additions,  alterations,  and 
repairs  are  assessable. 

The  valuation  of  assessable  construction  is  partially 
dependent  on  property  owners  self-reporting 
construction  costs,  information  that  may  be  inaccurately 
reported. 


Recommendation 


The  department  should: 


Finding  1.2 


Copying  building  plans  at  DBI 
is  a  time-consuming  task  that 
requires  two  appraisers  to 
spend  a  total  of  64  hours  per 
month 


1 .    Comply  with  state  law  and  enroll  new  construction-in- 
progress  values  at  the  lien  date. 

The  department  could  reduce  loss  of  staff  time  if  it 
received  DBI  building  plans  electronically 

From  July  1,  2008,  through  April  1,  2009,  the  department 
spent  approximately  $20,000  in  appraiser  salaries  to  carry 
out  the  task  of  copying  building  plans  to  enable  appraisers 
to  value  new  construction.  Copying  building  plans  at  DBI  is 
a  time-consuming  task  that  requires  two  appraisers  to  spend 
a  total  of  64  hours  monthly  at  a  cost  of  approximately 
$2,000  per  month.  According  to  a  principal  appraiser,  when 
appraisers  must  physically  visit  DBI  to  acquire  building 
plans,  they  are  also  taken  away  from  their  core  duty  of 
property  valuation,  which  then  contributes  to  increasing  the 
backlog  in  new  construction  valuations.  The  consequences 
of  such  delays  are  substantial.  State  law  provides  a  four- 
year  statute  of  limitations  beyond  which  escape 
assessments  may  not  be  issued.  Therefore,  any  delays  in 
the  assessment  of  new  construction  may  result  in  the  loss  of 
tax  revenues  for  the  City. 

The  department  must  unnecessarily  use  appraisers  to  copy 
building  plans  because  DBI  does  not  require  property 
owners  to  submit  a  second  set  of  plans  for  the  use  by  the 
department.  However,  the  California  Revenue  and  Taxation 
Code  requires  a  property  owner  to  submit  a  scale  copy  of 
the  building  plans  for  the  use  of  the  county  assessor  when 
the  property  owner  submits  the  plans  to  DBI  for  approval. 
Further,  DBI  as  the  receiving  authority  is  to  transmit  that 
copy  to  the  assessor  as  soon  as  possible  after  the  final 
plans  are  approved.  According  to  the  supervisor  of  DBI's 
Customer  Service  Division,  DBI  only  requires  property 
owners  to  submit  one  set  of  plans  for  approval  by  DBI.  As  a 
result,  the  department  must  use  its  appraiser  staff  and 
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expend  valuable  staff  resources  to  physically  travel  to  DBI 
and  make  copies  of  building  plans  needed  to  make 
valuation  decisions. 

To  eliminate  the  necessity  for  appraiser  staff  to  travel  to  DBI 
to  make  copies  of  building  plans,  DBI  is  in  the  process  of 
providing  the  department  with  electronic  access  to  building 
plans.  According  to  the  department's  chief  administrative 
officer,  the  previous  target  date  for  access  to  electronic 
building  plans  was  October  2008,  later  deferred  to  January 
2009,  but  system  issues  prevented  DBI  from  meeting  these 
deadlines.  The  deadline  for  electronic  access  was  June 
2009. 

Recommendations  The  department  should: 

2.  Ensure  DBI's  cooperation  in  providing  the  necessary 
building  plan  information  as  required  by  state  law. 

3.  Hold  DBI  to  its  goal  of  providing  electronic  access  to 
building  plans  by  June  2009  to  further  increase  the 
efficiency  of  providing  such  plans. 

Finding  1.3  The  department  should  document  all  assessability 

decisions  in  EZ  Access 

The  Real  Property  Division  does  not  consistently  use  EZ 
Access  to  document  and  share  notes  on  new  construction 
permit  assessability  decisions.  When  we  reviewed  a  sample 
of  nonassessable  new  construction  permits  for  assessability 
decisions,  we  found  that,  for  most  permits,  the  staff  did  not 
document  the  reasons  the  permit  was  considered 
nonassessable. 

According  to  the  deputy  director  of  Real  Property,  the  EZ 
Access  system  cannot  always  include  all  documentation  for 
every  property,  especially  for  the  larger  commercial 
properties  with  voluminous  documents  that  cannot  be 
scanned  into  the  system.  He  also  states  confidentiality 
reasons  for  not  including  documentation  in  the  notes  section 
of  EZ  Access,  which  may  be  accessed  by  the  public. 
However,  Assessor-Recorder  Ting  does  agree  that 
documenting  assessability  decisions,  and  taxpayer 
conversations,  is  an  office  policy  that  needs  to  be  reiterated 
to  staff. 
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The  City's  Department  of  Technology  (DT)  is  also  reviewing 
department-wide  information  sharing  capabilities  beyond  EZ 
Access.  In  the  meantime,  to  the  extent  possible,  staff  should 
document  their  decisions  and  relevant  information  in  the 
new  construction  screen  in  EZ  Access. 


Recommendation 


Finding  1.4 


The  department  should: 

4.    Ensure  that  staff  in  the  Real  Property  Division 
consistently  document  all  relevant  decisions  in  EZ 
Access  screens,  until  the  City's  DT  provides  a  better 
information-sharing  solution. 

Appraisers  spend  approximately  a  third  of  their  time  on 
clerical  tasks,  delaying  their  main  duties  of  property 
valuation 


According  to  the  deputy  director  of  real  property,  appraisers 
perform  too  many  clerical  tasks  that  prevent  them  from 
performing  more  appraisals.  The  deputy  as  well  as  a 
principal  appraiser  estimate  that  30-40  percent  of 
appraisers'  time  is  spent  on  the  following  clerical  tasks: 


Pulling  the  comparables  of  properties  for  analysis 

Entering  information  received  from  property  owners 

Phoning  property  owners  to  make  appointments  for 

inspections  and  obtaining  information  for  letters 

Answering  phone  call  questions 

Preparing  letters  for  new  construction/in  progress 

construction 

Sending  supplemental  tax  notices 

Visiting  DBI  to  make  copies  of  building  plans 


Real  property  appraisers  do 
not  have  clerical  support  to 
assist  them  with  their 
appraisal  functions 


The  Real  Property  Division  currently  has  three  clerical  staff, 
consisting  of  the  deputy  director's  secretary  and  two  clerks 
who  process  assessment  appeals  and  possessory  interests. 
The  appraisers  do  not  have  clerical  support  to  assist  them  in 
conducting  appraisal  functions.  Some  of  the  appraiser 
functions  identified  by  the  deputy  director  as  clerical  could 
be  assigned  to  clerical  staff  to  alleviate  the  appraisers' 
workload  to  allow  them  to  spend  more  time  on  conducting 
valuations.  The  deputy  director  believes  it  is  more  efficient 
for  appraisers  to  be  performing  valuations  and  have  clerical 
staff  make  data  entries  in  EZ  Access  system  as  well  as 
performing  some  of  the  more  clerical  tasks  related  to  the 
valuation  process.  However,  according  to  the  deputy 
director  of  real  property,  the  EZ  Access  system  does  not 
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allow  anyone  other  than  the  appraiser  responsible  for  the 
specific  property  to  input  data  on  the  property. 

The  City's  DT  is  currently  performing  an  assessment  of  the 
department's  EZ  Access  system.  The  scope  of  the  project 
will  include  a  detailed  analysis  of  EZ  Access  and 
recommendations  for  possible  changes  to  the  system. 


Recommendations  The  department  should: 


Work  with  the  City's  DT  to  review  the  option  of  making 
modifications  to  EZ  Access  to  allow  clerical  staff  access 
to  the  system,  so  they  can  assist  the  appraisers  in 
performing  some  of  the  clerical  functions. 

Analyze  the  workload  of  the  appraisers  and  determine 
the  specific  tasks  it  can  reassign  to  clerical  staff.  As  part 
of  the  analysis,  the  department  should  determine  how 
many  clerical  staff  the  Real  Property  Division  needs  to 
assist  the  appraisers  in  completing  their  valuations  in  a 
more  efficient  manner. 
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CHAPTER  2  -  THE  DEPARTMENT  NEEDS  TO 
STREAMLINE  PROCESSING  OF  CHANGE  IN 
OWNERSHIP  TRANSACTIONS 


Summary 


The  department  can  make  several  improvements  in 
processing  change  in  ownership  transactions.  The 
department  should  do  the  following: 

•  Cross-train  the  Recorder  and  Transactions  Unit  staff 
to  accommodate  workload  demands:  By  cross-training 
the  staff  in  these  two  groups,  the  Recorder  staff  could 
assist  the  Transactions  Unit  staff  or  vice-versa,  and  help 
to  reduce  both  groups'  workload.  The  department  could 
also  be  able  to  respond  more  effectively  and  efficiently  to 
future  changes  in  workload  demand. 

•  Implement  an  enhancement  to  the  EZ  Access  system 
to  more  efficiently  process  change  in  ownership 
transactions  which  involve  direct  sales:  Such  sales 
may  be  more  easily  identified  as  assessable  and  valued, 
and  therefore  require  less  analysis  by  staff. 

•  Increase  the  efficiency  of  staff  by  making  workload 
assignments  in  the  Transactions  Unit  more  regularly 
to  reduce  potential  downtime:  Infrequent  assignments 
may  unnecessarily  delay  assignments,  especially  for 
direct  sales. 


Change  in  Ownership 
Process 


•   Ensure  the  data  integrity  of  the  information  in  the 
Clerk  Recorder  Image  Information  System  (CRIIS):  In 

an  effort  to  reduce  the  workload  or  not  fall  behind,  the 
department  allows  staff  to  bypass  the  control  for  ensuring 
the  accuracy  of  document  information. 

A  change  in  ownership  occurs  when  there  is  a  transfer  of 
ownership  in  real  property.  For  each  transfer,  the 
department  determines  if  a  reappraisal  is  required  under 
state  law.  If  required,  the  real  property  is  reassessed  at  its 
current  fair  market  value,  and  the  reappraised  value 
becomes  the  new  base  value  of  the  transferred  property 
and  a  supplemental  assessment  is  enrolled. 
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The  Recorder  captures  the  majority  of  change  in  ownership 
transactions  when  property  owners  submit  deed  documents 
for  recording.  After  the  Recorder  records  the  change  in 
ownership  documents,  the  data  is  transferred  to  the 
Transactions  Unit  for  assessability.  The  Transactions  Unit 
determines  if  a  reappraisal  is  required  under  state  law.  If  a 
reappraisal  is  required,  the  transaction  is  routed  by  the  EZ 
Access  system  to  an  appraiser  in  the  Real  Property 
Division  for  valuation.  The  appraiser  is  responsible  for 
conducting  an  appraisal  of  the  property  and  determining  the 
current  market  value  of  the  property.  If  the  event  does  not 
require  a  reappraisal,  the  transaction  is  closed  out  and  no 
further  work  is  performed. 

The  real  estate  market  is  a  factor  in  determining  the 
department's  workload.  In  past  years,  before  the  current 
real  estate  market  downturn,  the  City  experienced  an 
increase  in  residential  and  commercial  sales  and 
construction,  which  in  turn  increased  the  department's 
workload  for  assessing  change  in  ownership  and  new 
construction  events.  Because  it  could  not  promptly  record 
and  value  these  events,  it  accumulated  a  four-year  change 
in  ownership  backlog,  which  the  department  defines  as  any 
property  that  has  undergone  ownership  change  during  one 
fiscal  year  and  is  reassessed  in  another. 

The  department  has  made  significant  progress  in  reducing 
its  change  in  ownership  backlog  from  a  four-year  backlog  to 
the  current  two-year  backlog.  Moreover,  the  department  is 
working  on  permanently  clearing  the  backlog  and 
preventing  the  accumulation  of  any  future  backlog.  Exhibit  2 
shows  the  change  in  ownership  workload  completed  by 
number  of  transactions  and  dollar  amount,  in  billions,  added 
to  the  assessment  roll  over  the  last  five  years. 
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Change  in  Ownership  Workload  Assessments 


Number  of 

Fiscal 

Completed 

Year 

Transactions 

2003-04 

14,146 

2004-05 

16.723 

2005-06 

15.083 

2006-07 

16,376 

2007-08 

14.904 

Assessed  Value  of  Change  in  Ownerships  Transactions 
by  Fiscal  Year 


2003-04    2004-05     2005-06    2006-07    2007-1 


Source:  EZ  Access 


Finding  2.1 


The  department  should  cross-train  its  Recorder  and 
Transactions  Unit  staff  to  accommodate  different 
workload  demands 


Cross-training  will  give  the 
department  the  ability  to 
more  efficiently  respond  to 
future  predictable  and 
unpredictable  workload 
shifts 


Although  the  Recorder  and  the  Transactions  Unit  both 
participate  in  processing  change  in  ownership  transactions, 
the  workload  demands  for  the  two  groups  are  not  always 
similar.  The  Recorder  is  about  4  to  10  days  behind  in 
recording  documents,  such  as  deeds  for  changes  in 
ownership,  submitted  by  the  public.  However,  the 
Transactions  Unit  is  approximately  three  to  six  months 
behind  in  determining  the  assessability  of  change  in 
ownership  events.  The  Recorder  and  Transactions  Unit 
staff  review  and  analyze  the  same  deeds  and  supporting 
documents  to  record  the  data  and  make  reassessment 
determinations.  Since  their  work  is  interrelated,  the 
department  could  more  efficiently  deal  with  the  differences 
in  current  workloads  by  cross-training  the  employees  in  the 
two  groups.  Cross-training  will  also  give  the  department  the 
ability  to  more  efficiently  respond  to  future  predictable  and 
unpredictable  workload  shifts. 

Cross-training  staff  is  especially  critical  since  the 
development  of  new  properties  in  the  City  will  also  further 
increase  the  department's  workload.  For  example,  the  new 
Eastern  Neighborhoods  Plan,  a  rezoning  effort  that 
encompasses  2,200  acres  in  the  areas  of  Showplace 
Square/Potrero  Hill,  East  SOMA,  the  Central  Waterfront, 
and  the  Mission  District,  and  the  Transbay  Redevelopment 
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and  Rincon  Hill  Plans,  will  allow  for  the  increase  of  housing 
units  in  the  City  by  7,500  and  7,000  units,  respectively. 

The  2006  Civil  Grand  Jury  report  also  recommended 
providing  cross-training  to  staff  to  accommodate  the 
unpredictable  workload  in  the  department.  However,  at 
about  the  same  time  the  Civil  Grand  Jury  made  this 
recommendation,  the  department  began  to  work  with  the 
Department  of  Human  Resources  (DHR)  on  a  job  duty 
classification  study  anticipated  to  be  completed  by 
November  2006.  This  occurred  in  response  to  a  civil  service 
complaint  related  to  restrictions  by  the  employee  union  on 
the  tasks  that  could  be  performed  by  an  employee  with  a 
specific  job  classification.  As  a  result,  the  department  has 
not  been  successful  in  implementing  cross-training.  To 
date,  according  to  the  department's  chief  administrative 
officer,  the  classification  study  is  still  not  complete. 

Personnel  at  the  San  Mateo  and  Santa  Clara  county 
assessor's  offices  report  that  cross-training  has  been 
beneficial  to  both  counties  in  addressing  workload 
demands.  San  Mateo,  for  example,  completed  a  job 
classification  study  that  resulted  in  creating  an  Assessor 
Recorder  Technician  job  class,  in  which  employees 
performed  both  assessor  and  recorder  tasks.  Santa  Clara 
County  allowed  its  assessor  staff  to  work  on  lower-level  or 
out-of-class  work.  The  county  also  offered  cross-training  in 
same-level  work  to  staff  in  different  job  classifications  as  an 
opportunity  for  staff  to  learn  new  tasks  and  act  as  an 
incentive  for  possible  future  promotions. 


Recommendation  The  department  should: 


Collaborate  with  the  Department  of  Human  Resources 
to  complete  its  classification  study  and  use  it  to 
implement  cross-training  for  all  staff,  or  investigate 
alternate  methods  of  allowing  staff  to  do  similar  work  in 
different  job  classifications. 
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Finding  2.2 


Approximately  30  percent  of 
the  change  in  ownership 
transactions  processed  by 
the  Transactions  Unit  are 
direct  sales 


Recommendation 


The  department  should  enroll  its  direct  sale 
transactions  using  a  system  enhancement  it  completed 
about  three  years  ago  to  more  efficiently  process 
change  in  ownership  transactions 

The  Transactions  Unit  can  be  more  efficient  and  effective  in 
determining  the  assessability  of  certain  change  in 
ownership  transactions.  According  to  the  deputy  director  of 
the  Public  Service,  Transactions,  and  Exemptions  Division, 
approximately  30  percent  of  the  change  in  ownership 
transactions  processed  by  the  Transactions  Unit  are  direct 
sales.  Many  of  these  direct  sales  can  be  easily  identified  by 
the  Transactions  Unit  staff  as  an  assessable  transaction 
and  generally  do  not  require  much  research.  Once 
transactions  are  deemed  direct  sales,  the  EZ  Access 
system  will  automatically  schedule  Notice  of  Assessments 
to  be  sent  to  property  owners  in  30  days.  Reports  of  direct 
sales  enrollment  are  forwarded  to  appraisers  for  review  and 
approval  to  ensure  the  sales  prices  are  valued  at  fair 
market  value.  According  to  the  deputy  director  of  real 
property,  appraisers  take  a  few  days  to  review  and  approve 
the  transactions  and  the  direct  sales  enrollment  is 
complete. 

To  expedite  the  processing  of  certain  change  in  ownership 
transactions,  the  department  purchased  and  installed  a 
system  enhancement  to  the  EZ  Access  system  that  flags 
certain  deeds,  such  as  those  involving  direct  sales,  and 
places  the  information  for  the  properties  directly  into  the 
appraisers'  workloads  without  having  to  be  processed  by 
the  Transactions  Unit.  This  enhancement  will  require  the 
entry  of  data  from  the  Preliminary  Change  in  Ownership 
Reports  that  is  not  currently  performed.  However,  according 
to  the  deputy  director  of  real  property,  the  system 
enhancement  has  not  yet  been  fully  tested,  and  therefore 
has  not  yet  been  implemented.  Nevertheless,  he  and  other 
staff  we  spoke  with  are  in  favor  of  implementing  this 
enhancement  to  expedite  the  processing  of  direct  sales, 
thereby  decreasing  the  Transactions  Unit's  workload. 

The  department  should: 


Arrange  to  complete  testing  the  system  enhancement 
and,  if  appropriate,  implement  the  enhancement  to 
process  direct  sales. 
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Finding  2.3 


Staff  may  have  a  lag  time  of 
up  to  two  months  before 
receiving  the  next 
assignment  batch 


The  Transactions  Unit  should  schedule  work 
assignments  regularly  and  more  frequently  to  assist  in 
managing  its  staff  resources  more  effectively 

The  Transactions  Unit  is  approximately  three  to  six  months 
behind  in  making  determinations  of  the  assessability  for 
change  in  ownership  transactions  identified  by  the 
Recorder.  The  Transactions  Unit  manager  assigned 
workload  to  staff  at  irregular  intervals,  ranging  from  two  to 
five  months,  from  May  2008  through  December  2008.  In 
December  2008,  the  manager  assigned  staff  to  process 
recorded  transactions  from  July  2008  through  September 
2008.  Once  assigned,  staff  start  working  on  the  new 
workload  as  well  as  continuing  to  work  on  transactions  from 
prior  workload  assignments.  If  staff  complete  their  workload 
assignments  sooner  than  anticipated,  they  may  have  a  lag 
time  of  up  to  two  months  before  they  receive  their  next 
batch  of  assignments.  Although  staff  have  other  duties  to 
perform  while  waiting  for  their  next  assignments,  the 
infrequent  assignment  of  workload  may  unnecessarily  delay 
assessments,  especially  for  direct  sales  transactions. 


In  addition,  since  Transactions  Unit  staff  as  well  as  Real 
Property  appraisers  can  easily  assess  and  value  direct 
sales  transactions,  and  direct  sales  transactions  make  up 
approximately  30  percent  of  all  transactions  processed  by 
the  Transactions  Unit,  processing  these  transactions  should 
be  prioritized.  This  would  allow  Notices  of  Assessment  to 
be  sent  more  promptly  to  property  owners,  thus  generating 
tax  bills.  Expediting  direct  sales  processing  will  help  the 
City  more  quickly  generate  the  tax  revenues  to  which  it  is 
entitled. 


Recommendations 


The  department  should: 


9.  Consider  making  workload  assignments  in  the 
Transactions  Unit  on  a  monthly  basis  to  manage  its  staff 
resources  more  effectively. 

10.  Prioritize  the  assignment  of  direct  sales  in  the 
Transactions  Unit  so  that  the  City  may  generate  tax 
revenues  more  quickly. 
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The  Recorder  compromises  the  data  integrity  of  the 
information  maintained  in  the  Clerk  Recorder  Image 
Information  System  (CRIIS)  by  allowing  staff  to  bypass 
the  system  control  for  ensuring  the  accuracy  of 
document  information 


CRIIS  has  a  system  control 
requiring  a  dual  entry 
procedure  to  ensure  the 
accuracy  of  data  entry 


The  Recorder  uses  the  Clerk  Recorder  Image  Information 
System  (CRIIS)  to  record  all  documents  submitted  by  the 
public  for  recording,  including  change  in  ownership  deed 
documents.  CRIIS  has  a  system  control  that  requires  dual 
entry  to  ensure  the  accuracy  of  the  data  staff  record  in  the 
system.  Before  the  data  can  be  permanently  recorded  in 
CRIIS,  two  different  individuals  must  enter  the  data  for  the 
same  set  of  documents.  The  first  person  reviews  and  enters 
the  document  data  into  one  set  of  fields.  Then  a  second 
person,  the  verifier,  verifies  the  data  entered  by  the  first 
person  by  reviewing  the  same  set  of  documents  and 
entering  the  same  data  into  a  different  set  of  data  fields. 
CRIIS  compares  the  two  sets  of  data,  notifies  the  verifier  of 
any  inconsistent  entries,  requests  the  verifier  to  indicate  any 
changes  that  should  be  made  to  the  data,  and  accepts  the 
data  entered  by  the  verifier. 

As  a  security  control,  CRIIS  notifies  the  verifier  when  the 
initial  entry  was  performed  by  the  verifier,  and  not  another 
individual.  The  system  will  also  ask  if  the  verifier  wants  to 
bypass  the  control  and  make  the  entry,  even  though  the 
verifier  had  also  initially  entered  the  same  information. 
However,  by  allowing  staff  to  bypass  this  important  control, 
the  Recorder  compromises  the  integrity  and  accuracy  of  the 
information  recorded  in  CRIIS. 

The  Recorder  explained  that  he  allows  staff  to  overwrite  this 
control  and  verify  their  own  work  because  at  times,  when 
there  is  a  high  volume  of  recordings  and  shortage  of  staff, 
the  priority  is  to  record  the  documents.  However,  the 
purpose  of  the  dual  entry  process  is  to  have  a  second 
person  review  the  document  and  ensure  the  first  person  did 
not  make  errors  or  miss  recording  data.  Allowing  the  same 
person  to  verify  his  or  her  own  work  defeats  the  intention  of 
a  dual-entry  system.  According  to  the  Recorder's 
information  technology  administrator,  the  system  can 
restrict  staff  from  overwriting  this  control,  so  that  the  verifier 
must  be  different  from  the  first  person. 
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Recommendation  The  department  should: 


1 1 .  Require  the  Recorder  to  ensure  the  data  integrity  as 
provided  through  the  dual  entry  process  by  restricting 
the  ability  for  staff  to  bypass  the  verifier  control. 
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CHAPTER  3  -  THE  DEPARTMENT  NEEDS  TO 
IMPROVE  SOME  OF  ITS  ADMINISTRATIVE 
PRACTICES 


Summary 


The  department  needs  to  strengthen  some  of  its 
administrative  operations  to  function  more  efficiently  and 
effectively;  meet  its  mission,  goals,  and  objectives;  and 
ensure  that  its  duties  are  performed  according  to  applicable 
laws  and  regulations.  The  department  should  take  the 
following  actions: 

•  Hire  an  Information  Systems  (IS)  manager  and  staff: 

The  department  has  only  two  staff  to  administer  the 
department's  two  main  information  systems;  the  other 
two  counties  we  surveyed  have  three  times  the  number 
of  staff  to  carry  out  similar  functions.  Furthermore,  the 
lack  of  sufficient  staff  compromises  important  controls 
designed  to  prevent  or  reduce  the  likelihood  of  errors 
and  fraud. 

•  Enhance  the  department's  performance  measures 
to  better  reflect  the  work  the  department  performs 
or  the  progress  it  has  made  by  including  specific, 
useful  goals:  The  department  reports  a  number  of 
performance  measures  in  the  Mayor's  Budget  Book9 
each  year,  but  they  are  either  too  general  or  reflect  only 
a  portion  of  the  work  conducted  by  its  staff.  The 
department  also  does  not  directly  report  on  the  efforts  of 
some  divisions  or  units,  such  as  the  Public  Service, 
Transactions  and  Exemptions  Division,  or  its  other 
activities  such  as  the  processing  of  property  owners' 
informal  requests  for  decline  in  real  property  value. 

•  Complete  a  comprehensive  policies  and  procedures 
manual  for  the  department:  A  complete  manual  would 
promote  consistency  in  how  all  staff  perform  their  work. 
Currently,  only  some  divisions  or  units  have  manuals. 


The  Mayor's  Budget  Office  must  present  a  balanced  budget  for  consideration  by  the  Board  of  Supervisors  each 
spring.  Further,  every  department  is  required  by  law  to  measure  and  report  on  its  performance.  The  balanced 
budget  and  performance  measures  are  both  included  in  the  Mayor's  Budget  Book. 
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Finding  3.1a 


San  Mateo  and  Santa  Clara 
County  Assessors  have  three 
times  as  many  IS  staff  to 
handle  comparable  workloads 


The  IS  Unit  is  seriously  understaffed 

Although  both  the  BOE's  February  2008  Assessment 
Practices  Survey  and  the  Civil  Grand  Jury's  2006  report 
recommended  that  the  department  fill  vacant  positions,  the 
department's  current  budget  constraints  prohibit  hiring  for 
most  vacant  positions.  Nevertheless,  the  department  needs 
to  address  information  systems  vacancies,  a  critical  issue. 

The  department  relies  on  its  two  major  information  systems, 
AtPac  and  EZ  Access,  to  record  and  keep  track  of 
appraised  property  values  in  San  Francisco.  To  maintain  its 
systems,  it  has  an  IS  unit  consisting  of  two  IS 
administrators.  However,  when  we  compared  the 
composition  of  this  unit  to  information  systems  staffing  in 
two  other  Bay  Area  counties,  San  Mateo  and  Santa  Clara, 
the  differences  were  striking. 

Both  the  San  Mateo  and  Santa  Clara  Assessor's  Offices 
have  about  three  times  as  many  IS  staff  as  the  City's 
department  to  handle  comparable  workloads.  This  analysis 
takes  into  consideration  that  San  Mateo  includes  the 
County  Clerk  and  Elections  functions  within  its  assessor 
function,  but  is  still  comparable  to  the  City  in  staffing  and 
assessment  roll  size.  Santa  Clara's  Assessor's  Office  is 
approximately  twice  as  large  in  assessment  roll  and 
staffing.  For  at  least  the  past  five  years,  the  department's  IS 
unit  has  been  staffed  by  two  IS  administrators,  while  San 
Mateo  and  Santa  Clara  have  approximately  6  and  13  IS 
staff,  respectively. 

San  Mateo's  Assessor's  Office  dedicates  two  IS  staff  to 
support  over  200  desktops  and  laptops  and  22  servers, 
such  as  email  and  the  Recorder's  applications.  One  IS  staff 
is  assigned  to  the  mapping  and  GIS10  unit,  one  IS  staff 
supports  web  applications,  and  two  IS  staff  support  the 
property  systems,  including  some  business  operations.  A 
deputy  director  oversees  the  IS  division.  By  comparison,  as 
detailed  in  the  next  section,  the  department's  two  IS  staff 
perform  most  of  these  duties. 


J  GIS  is  a  geographic  information  system  which  integrates  hardware,  software,  and  data  for  capturing, 
managing,  analyzing,  and  displaying  all  forms  of  geographically  referenced  information. 
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Understanding  of  the  IS  Unit  compromises  important 
controls  designed  to  reduce  errors  and  fraud 


Only  one  IS  administrator  can 
operate  the  EZ  Access 
property  management  system 


The  department's  two  IS  administrators  are  each  tasked 
with  administering  one  of  the  Assessor's  two  information 
systems:  AtPac,  the  Recorder's  system,  and  EZ  Access, 
the  Assessor's  property  management  system.  Their  main 
tasks  include  attending  to  day-to-day  business  needs  and 
troubleshooting. 

The  administrator  for  the  EZ  Access  system  is  also 
responsible  for  the  following  tasks: 

•  Preparing  ad  hoc  reports 

•  Making  modifications  and  design  enhancements 

•  Working  on  special  projects 

•  Providing  system  support  for  approximately  120 
workstations/desktops 

•  Setting  up  new  workstations/desktops,  day-to-day 
troubleshooting  such  as  assisting  staff  with 
problems  associated  with  passwords,  software, 
hardware,  and  printing  problems 

•  Administering  the  department's  email  system  and, 
together  with  the  other  IS  administrator,  helping  to 
maintain  the  department's  main  file  server 

The  other  IS  administrator  is  responsible  for  the  Recorder's 
AtPac  system  and  serves  as  the  back-up  for  many  of  the 
tasks  of  the  first  administrator.  However,  the  second 
administrator,  unlike  the  administrator  of  EZ  Access,  is  not 
a  computer  programmer  and  is  not  trained  to  operate  the 
EZ  Access  system.  Because  almost  all  daily  operations  of 
the  department  rely  on  the  EZ  Access  system,  if  the 
employee  in  charge  of  operating  this  system  was  unable  to 
perform  his  job  for  more  than  a  few  days,  the  essential 
functions  of  the  department  would  be  at  risk. 

Although  each  IS  administrator  does  not  know  the  other's 
specific  duties,  they  do  provide  support  for  each  other  in  the 
event  that  one  of  them  is  unavailable.  However,  each 
person  only  knows  the  procedures  for  basic  system 
administration  for  the  two  main  systems,  not  the  detailed 
system  requirements. 

This  lack  of  sufficient  staff  weakens  some  of  the  internal 
controls  that  help  prevent  or  reduce  the  likelihood  of  errors 
and  fraud.  By  allowing  the  same  individual  to  have  both 
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programming  and  system  administration  responsibilities, 
the  department  increases  the  risk  of  errors  and  fraud.  The 
department  further  compromises  the  integrity  of  its  systems 
by  allowing  that  employee  to  work  without  ongoing 
technical  supervision.  While  evidence  of  any  material  errors 
or  fraudulent  activities  did  not  come  to  our  attention,  the 
department's  insufficient  IS  staffing  increases  the  risk  of  not 
preventing  or  identifying  in  a  timely  manner  such  errors  or 
activities. 


Finding  3.1c 


The  department  lacks  an  IS  manager  to  lead  the  IS  Unit 
staff  in  addressing  the  department's  technology  issues 


An  IS  manager  could  provide 
needed  internal  controls  and 
guidance 


The  department  also  does  not  have  an  IS  manager  to 
provide  daily  guidance  to  staff,  including  ensuring  that  IS 
staff  allocate  time  to  their  various  duties  in  the  most 
effective  and  efficient  manner.  This  manager  could  assist 
the  department  by: 


•  Acting  as  a  back-up  administrator  for  the  EZ  Access 
and  AtPac  systems 

•  Providing  an  important  internal  control  by  ensuring 
that  changes  made  to  the  system  by  the  IS 
administrators  are  warranted  and  accurately 
implemented 

•  Planning  and  managing  the  unit's  long  term  goals 

Although  the  IS  unit  falls  under  the  purview  of  the  Finance 
and  Administration  Division's  chief  administrative  officer, 
she  is  not  a  trained  IS  manager. 

The  need  for  an  IS  manager  is  even  more  critical  at  this 
time  because,  as  noted  previously,  the  department's 
consultants  and  the  City's  Department  of  Technology  (DT) 
are  currently  evaluating  the  department's  information 
system  needs.  Implementing  the  results  of  this  evaluation 
will  require  planning,  prioritization,  and  coordination.  The 
expertise  of  an  IS  manager  would  be  invaluable  in  assisting 
the  department  in  improving  its  information  systems. 

According  to  an  IS  administrator,  the  unit  at  one  time  had 
four  IS  staff  as  well  as  a  manager,  but  this  had  been 
reduced  to  two  IS  staff  and  the  manager.  However,  the 
manager  left  about  four  years  ago  and  the  staffing  has 
remained  at  two  IS  administrators.  The  department's  chief 
administrative  officer  believes  that  the  IS  unit  would  benefit 
greatly  from  an  IS  manager  to  plan  long  term  IS  projects, 
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since  the  two  IS  administrators  are  too  busy  dealing  with 
day-to-day  information  systems  needs  to  be  able  to  plan  for 
the  strategic  needs  of  the  department. 


Recommendations 


The  department  should: 

12.  At  a  minimum,  hire  an  IS  manager  to  manage  the  work 
of  the  IS  unit's  staff,  provide  needed  enhancements  to 
the  department's  internal  controls  over  its  information 
systems,  and  to  serve  as  a  back  up  to  the  EZ  Access 
and  AtPac  systems.  The  manager  could  also  establish 
and  execute  the  unit's  long  term  goals,  and  oversee  the 
implementation  of  consultant  recommendations  related 
to  the  department's  information  systems. 

1 3.  Consider  increasing  the  number  of  IS  staff  when  budget 
constraints  are  lessened. 


Finding  3.2 


The  department's  reported 
performance  measures  reflect 
only  a  portion  of  its  work 


The  department's  reported  performance  measures  do 
not  completely  reflect  the  work  the  department 
performs  nor  the  progress  it  has  made  in  achieving  its 
goals 

Although  the  department  reports  on  a  number  of 
performance  measures  in  the  Mayor's  Budget  Book  each 
year,  the  performance  measures  are  either  too  general  or 
reflect  only  a  portion  of  the  work  conducted  by  its  staff.  In 
the  FY  2007-08  Budget  Book,  the  department  lists  four 
program  goals  and  10  performance  measures  to  meet 
those  goals.  Of  the  four  goals,  two  measure  the  efforts  of 
the  department's  Recorder  Division,  one  measures  the 
efforts  of  a  portion  of  the  Real  Property  Division,  and  the 
remaining  goal  measures  the  combined  efforts  of  the  Real 
Property  Division  and  the  Business  Personal  Property 
Division. 


In  2006,  the  department  worked  with  the  Controller's  Office 
over  a  period  of  six  months  to  change  its  performance 
measures  to  reflect  more  high  level,  outcome-oriented 
measures.  While  the  department  is  to  be  commended  for 
agreeing  to  take  the  time  to  attend  performance 
measurement  workshops  and  meet  with  a  Controller's 
Office  representative,  we  believe  that  the  department's 
measures  could  be  improved  with  a  better  mix  of  measure 
types. 
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Further,  the  department  does  not  directly  report  on  the 
efforts  of  its  other  divisions  or  units,  such  as  the  Public 
Service,  Transactions  and  Exemptions  Division,  or  its  other 
activities  such  as  the  processing  of  property  owners' 
informal  requests  for  decline  in  real  property  value 
(Proposition  8  requests).  According  to  the  deputy  director  of 
Real  Property,  the  department  is  seeing  an  increase  in 
Proposition  8  requests  as  a  result  of  the  downturn  in  the 
real  estate  market.  Accordingly,  the  department  may  wish  to 
track  and  measure  this  activity. 

The  department's  measures  In  selecting  its  performance  measures,  it  is  also  important 

do  not  always  reflect  its  goals  that  the  department  use  measures  that  accurately  reflect 

the  achievement  of  stated  goals.  For  the  goals  it  has 
reported,  the  department  has  not  always  done  so.  For 
example,  one  of  the  department's  goals  is  to  assess  all 
taxable  property  within  the  City.  The  department  measures 
progress  toward  this  goal  by  the  increase  in  the  value  of  the 
assessment  roll.  However,  the  increase  in  the  value  of  the 
roll  does  not  necessarily  mean  that  the  department  has 
assessed  all  property  within  the  City.  The  value  of  the 
assessment  roll  is  more  a  measure  of  the  previously  strong 
real  estate  market  in  San  Francisco.  Further,  Proposition  13 
allows  the  value  of  the  assessment  roll  to  increase  annually 
by  approximately  two  percent,  a  change  that  does  not 
reflect  work  conducted  by  the  department.  A  better  measure 
for  this  goal,  for  example,  would  be  the  percentage  of 
assessments  in  the  department's  workload  that  is 
completed. 

By  reporting  high-level  quantitative  and  qualitative  data  that 
tracks  a  variety  of  metrics  and  overall  efficiency,  the 
department  can  use  its  performance  measures  to 
continuously  monitor  its  specific  improvement  objectives. 
Furthermore,  this  data  should  be  tracked  across  all  its 
divisions  when  applicable.  Currently,  department  managers 
are  using  reports  from  EZ  Access,  AtPac,  Microsoft  Access, 
and  other  reports  to  track  and  manage  the  workload  of  their 
staff.  However,  only  one  IS  administrator  generates  reports 
from  EZ  Access  because  of  the  complexity  of  producing 
these  reports.  The  City's  Department  of  Technology  is 
currently  working  with  the  department  to  improve  its 
reporting  capabilities. 

According  to  the  department's  deputy  director  of  Real 
Property,  using  a  count  of  completed  assessments  as  a 
measurement  is  not  always  accurate  because  appraisers 
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can  create  multiple  supplemental  assessments  and  escape 
assessments  to  increase  production  counts,  but  those 
assessments  do  not  require  the  same  amount  of  work  as  an 
initial  property  assessment.  Although  we  do  not  disagree 
with  this  statement,  the  workload  counts  and  dollars 
processed  provide  the  basis  for  a  general  comparison  from 
year  to  year;  this  is  useful  for  setting  goals  and  evaluating 
attainment  of  those  goals. 


Recommendations 


The  department  should: 


14.  Enhance  the  department's  performance  measures  by 
including  specific,  useful  goals  and  applicable  measures 
for  other  divisions  and  units. 

15.  Ensure  that  its  performance  measures  accurately 
measure  achievement  toward  its  stated  goals. 


Finding  3.3a 


The  department  has  documented  most  of  its  policies 
and  procedures,  but  does  not  have  operational 
procedures  for  a  few  of  its  units 


A  comprehensive  policies  and 
procedures  manual  should 
have  both  administrative  and 
operational  procedures 


A  comprehensive  policies  and  procedures  manual  is  an 
important  management  tool  for  an  organization  because  it 
provides  a  reference  for  all  employees,  thereby  promoting 
consistency  in  how  they  perform  tasks.  The  manual  should 
cover  both  office-wide  administrative  procedures  and 
operational  procedures  for  each  division.  Without  this 
comprehensive  manual,  management  has  less  assurance 
that  employees  are  performing  their  duties  correctly  and 
consistently.  A  similar  finding  was  identified  in  the 
department's  Assessment  Practices  Survey,  issued  by  the 
BOE  in  February  2008,  in  addition  to  the  Civil  Grand  Jury 
report  released  in  June  2006. 


According  to  the  department's  chief  administrative  officer, 
the  department  has  recently  completed  the  office-wide 
administrative  procedures,  but  the  procedures  must  first  go 
through  an  approval  process  before  they  can  be  issued. 
Also,  the  project  team  evaluating  the  department's 
technology  is  compiling  operational  procedures  for  the 
Transactions  Unit.  Among  the  department's  other  divisions 
and  units,  the  Recorder  and  Business  Personal  Property 
Divisions  have  developed  written  operational  policies  and 
procedures.  However,  the  Public  Service,  Exemptions,  and 
IS  units  have  not  developed  formal  guidance. 
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Finding  3.3b  Real  Property  appraisers'  procedure  for  direct  sales  did 

not  reflect  the  department's  written  policies  and 
procedures 

Although  the  department  does  not  yet  have  a  department- 
wide  manual,  the  Real  Property  Division,  which  is 
responsible  for  appraising  land  and  improvements,  is  one  of 
the  department's  divisions  that  have  developed  policies  and 
procedures  manuals  for  their  staff.  However,  we  found  that 
for  one  of  its  responsibilities,  the  recording  of  direct  sales,11 
the  manual  did  not  reflect  the  actual  procedures  performed 
by  the  appraisers.  According  to  a  principal  appraiser,  the 
actual  procedures  performed  by  the  appraisers  are 
different,  but  did  not  affect  the  accuracy  of  recording  the 
valuation  of  direct  sales.  However,  according  to  the  deputy 
director  of  Real  Property,  the  procedure  in  the  manual  is 
the  procedure  that  the  appraisers  should  perform. 

Recommendations  The  department  should: 

16.  Continue  to  work  with  its  consultants  to  complete  the 
documentation  of  the  Transactions  Unit's  operational 
procedures,  so  they  can  be  included  in  the  department's 
comprehensive  policies  and  procedures  manual. 

17.  Complete  operational  procedures  for  the  Public  Service, 
Exemptions,  and  IS  units. 

18.  Integrate  its  completed  administrative  policies  and 
procedures  with  the  operations  policies  and  procedures 
of  all  departmental  divisions  and  units  to  make  a 
comprehensive  department  manual,  and  make  available 
the  appropriate  sections  to  each  employee. 

19.  Ensure  compliance  with  its  policies  and  procedures. 


Direct  sales  are  sale  transactions  in  which  100  percent  ownership  is  transferred. 
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APPENDIX  B:   DEPARTMENT  RESPONSE 


Office  of  the  Assessor-Recorder       ■'?/ **^fc\i\  Phil  Ting 

SAN  FRANCISCO  'iL.jd.rfM      2  ASSESSOR-RECORDER 


July  16.  2009 


Ben  Rosenfield.  Controller 
City  Hall.  Room  316 
1  Dr.  Carlton  B.  Goodlelt  Place 
San  Francisco.  CA  94102 

Dear  Mr  Rosenfield: 

We  received  the  Controller's  Office.  City  Services  Auditor  -  audit  report  dated  June  18.  2009.  Attached  is  our 
response  to  the  audit  findings  We  wish  to  extend  our  appreciation  to  your  staff'  and  the  audit  team  for  their 
cooperation  and  professionalism  in  the  audit  process. 

As  noted  in  the  audit,  most  of  the  findings  discussed  in  the  audit  report  existed  before  I  took  office  in  July  of  2005 
Since  2005.  the  Department  has  been  audited  yearly  and.  as  evidenced  by  the  latest  Board  of  Equalization 
Assessment,  the  number  of  audit  findings  has  decreased  significantly  as  we  have  been  proactive  in  addressing  the 
findings. 

By  implementing  innovative  and  good  government  policies,  we  have  managed  to  successfully  increase  the 
Department's  revenue  generation  capacity.  As  an  example,  between  fiscal  years  2004-05  and  200 -OS.  we  brought 
in  SI  35  million  in  property  tax  dollars  above  what  was  expected  for  the  City's  Budget   Furthermore,  by 
coordinating  effectively  with  the  State  Board  of  Equalization,  we  were  able  to  aggressively  pursue  and  capture  new 
revenue  from  companies  that  undergo  changes  in  ownership  or  control    Our  coordination  with  the  Treasurer-Tax 
Collector  has  also  enabled  our  Business  Personal  Property  division  to  streamline  procedures  in  order  to  identify 
new  businesses  by  leveraging  technology.  This  resulted  in  an  increase  of  approximately  $12  million  in  Business 
Personal  Property  tax  revenue  for  2008-2009. 

We  have  also  made  significant  progress  in  our  ability  to  improve  our  business  processes,  which  has  resulted  in 
increased  Department  efficiencies  As  a  proactive  approach,  we  created  the  real  property  standards  division, 
increasing  uniformity  and  efficiency  within  the  Department.  As  a  result,  we  were  able  to  decrease  our  inventory  of 
changes  of  ownership  (a  decrease  of  over  50%)  and  reduce  our  processing  time  for  new  construction  permits. 
Furthermore,  we  developed  the  Real  Estate  Watchdog  Program,  resulting  in  over  $1 .34  million  in  revenue  after  a 
citizen  informed  our  Department  of  an  unreported  change  in  ownership  for  a  commercial  property. 

These  Departmental  efforts  have  resulted  in  a  2~  percent  growth  in  the  City  and  County  of  San  Francisco's 
property  tax  roll  over  the  last  4  years.  Over  the  coming  years,  we  will  continue  to  perform  our  duties  while 
remaining  steadfast  in  our  efforts  to  enhance  and  improve  operations. 

Respectfully  submitted. 


jtofft 


Phil  Ting 
.Assessor-Recorder 


City  Hall  Office    I  Dr   Carlton  B   Goodlett  Race 
Room  190,  San  Franasco,  CA  94102  4698 
Tel    (415)564-5516        Fax   (4  15)  554 -7  15  1 
wwwsfgov  org/assessor 
e  mail   assessorfojsfgov  org 


sss  Personal  Property   875  Stevenson  Street 

Room  100,  San  Francisco.  CA  94103 

Tel   (415)  554-5531        Fax   (415)  554-5544 
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Office  of  the  Controller,  City  Services  Auditor 
The  Department  Continues  to  Improve  Its  Operations 


APPENDIX  C:   REBUTTAL  TO  RESPONSE 


To  provide  clarity  and  perspective,  the  Controller's  Office,  City  Services  Auditor  Division,  is 
commenting  on  the  response  to  this  audit  report  from  the  Office  of  the  Assessor-Recorder. 


Finding  1.1: 

The  department  is  not  in  compliance  with  state  law  requiring  lien  date  assessments  on  in- 
progress  new  construction. 

Recommendation  1: 

The  department  should  comply  with  state  law  and  enroll  new  construction-in-progress 
values  at  the  lien  date. 


Assessor  Response: 

Progress  assessments  are  enrolled  timely.  Seventy  to  seventy-five  percent  of  the 
construction-in-progress  values  are  enrolled  before  the  close  of  the  roll.  The  remainder, 
which  includes  major  construction  projects,  often  lack  sufficient  information  to  enroll  the 
correct  assessment  before  the  close  of  the  roll.  When  sufficient  information  is  obtained,  the 
progress  assessments  are  enrolled  and  dating  to  the  lien  date  and  escape  assessments  are 
issued.  Such  escape  assessments  are  in  compliance  with  the  state  law.  We  do  not  concur 
with  the  recommendation. 

Controller  Response: 

Although  the  Office  of  the  Assessor-Recorder  disagrees  with  Finding  1.1  and 
Recommendation  1,  California  Revenue  and  Taxation  Code  Sections  71  and  50  require  the 
assessor  to  appraise  and  enroll  all  construction  in-progress  at  each  lien  date.  Furthermore,  if 
the  construction  is  not  completed  for  a  number  of  years,  the  City  forgoes  potential  interest 
earnings  resulting  from  the  increased  valuation  of  completed  construction  each  year. 
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